A-1 - Pre-Award

PROCEDURES FOR LCANS AND L OAN GUARANTEES

SHAPTER 5—PART | - PRE- AWMARD EVALUATI ON

Section 1.0 Gener al

This chapter establishes procedures to ensure that pre-
award practices within the Departnment of Conmerce will
i nclude the requirenments established under OVB Circul ar

A-129,

Feder al

“Managing—Federal Credit—Prograns+—— APolicies For

Credit Progranms And Non- Tax Recei vabl esfi and—OVB

C+reular—A-+0—Federal—Credit—Poley+— and wi Il be

consistent with Departnment managenent objectives.

: :
A-SURFRIY —+evi-ew-ot—the #hjoF—steps—to be—taken by
9'93“'29t'9“ uA-t—-0an 9"!ﬁ'ﬁ'§ A th_ple afa'd

Section 2.0 Private Sector—Screeningof Applicants

Appl i cant Screeni ng

The follow ng standards will apply to screening all |oan,

and | oan guar ant ee;—graht—cooperative—agreenrent—and
fH-nanecial—contract applicants:

.01 Credit Reports

a.

b I e . L i
of this—Handbook—=eCredit reports will be

obt ai ned on | oan and | oan guarantee applicants

(i ncludi ng individuals and both non-profit and

commerci al organi zations) before awards are made.
Credit reports will also be obtained on al

maj or principals of a partnership or privately-
hel d corporation.
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Credit reports shall generally be obtained
t hrough the Federal Supply Schedul e negoti ated by
the General Services Adm nistration (GSA). A
l'isting of approved credit report contractors can
be found at GSA=s website:
http://pub.fss.gsa. gov/services/bis/awarded-cont.
cfm . . —

?“d deta!“eﬁ guldaneelgn e?talnlng a—+eport

Organi zation units are not required to obtain
credit reports on State or |ocal governnments or
federally recogni zed I ndian Tribal Governnents.

Organi zation units shall also obtain credit
reports on all existing debtors prior to
restructuring, refinancing, or rescheduling | oans
and | oan guarantees, and prior to making changes
in any terns and conditions of the original

credit agreenent (al so see Chapter 7, Section
4.0, "Changes to Loan Agreenents").

I nformati on presented in applications shall be
verified by conparison with private sector credit
reports and by use of other verification
procedures.

In addition to using credit reports to identify
an applicant's financial relationship with the
private sector, organization units shall also

ensure that credit reports are used to identify
applicants in default on other Federal prograns
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and to identify other financial relationships
that applicants may have with other Federal
agenci es.

Privacy Act Conpliance

I n obtaining and using credit reports,

organi zation units shall ensure that | oan and
debt information on individuals is mnaged and
used in accordance with the Privacy Act. The
Privacy Act applies only to credit information
relating to individuals; the Act does not apply
to credit/debt information relating to commercia
organi zations. Cuidance on obtaining and using
credit report information is provided in Appendix
A—of—this—Handbeek Sections 15 through 17 of this
Appendi x.

.02 .IRS Account Fil es

01 a.
02 b
.03

Taxpayer ldentification Nunber

Organi zation units shall obtain taxpayer
identification nunbers from all #nanrecial
assi-stance—andprocurement—applicants | oan and
| oan guarantee. This will include the Enployer
I dentification Number (EIN) for comrerci al
organi zations, and the Social Security Number
(SSN) for individuals seeking financi al
assistance. This information will be included on
SF-424, "Financial Assistance,” or any other
approved application form(s) required by an
organi zati on unit.

I RS Account Fil es

Applicants for | oan and | oan guarantee prograns
shall al so be screened agai nst Internal Revenue
Service (I RS) delinquent taxpayer account files.

Procedures for screening delinquent taxpayer
accounts are provided in Appendix D of this
Handbook.

Credit Alert Interactive Voice Response
Syst em( CAI VRS) (See Section 29 of this Appendi x.)



A-4 - Pre-Award

According to the guideline established under OVB
Circular A-129, organization units should use
Departnment of Housing And Urban Devel opnent:s
Credit Alert Interactive Voice Response
System( CAI VRS) for | oan screening to ensure
applicants are not delinquent on Federal Debt.
The System offers direct on-line access for
del i nquent debt from other nmajor credit prograns.

Section 40 3.0 Credit Analysis and Ability to Repay

.01 AppHeant—s Credi twort hi ness

. PN v . I ’ .
2~ oOrgani zation units shall perform an analysis
of each credit application and shall assess the
applicant's credi tworthiness, financial
responsibility, and ability to repay. The
assessnment nust address the "Five C s" of credit
anal ysi s--character, capacity, capital,
conditions, and collateral. At a m ninmum the
anal ysi s should include the foll ow ng:

a. For individuals: enploynment history, current
i ncome and i ndebtedness, repaynment of prior
debts, assets, potential future inconme, and
i ndebt edness;

For commercial organi zations: Dbal ance sheet,

i ncome statenment, cashflow statenment, market
position, strength of conpetition (including
foreign conpetition), marketing strategy, working
capital assessnent, asset ratios, analysis of

mar ket share, ownership, managenment experti se,
apprai sal s of guarantees, and coll ateral;

b. Review of audited financial statenments and i ncone
tax returns; and

c. Determ nation of whether collateral is insured or
pl edged on ot her debts.

.02 Applicant-s Risk Profile
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Organi zation unit | oan officers shall ensure that
the actual credit risks and costs are conpatible
with program objectives by:

a. lInvestigating credit histories;
b. Determning risk ratings {see-Appendix—F) and
c. Conparing risk of individual and commerci al

applicants with program objectives established by
enabl i ng statute.

.03 Private Sector Financing
When a credit analysis concludes that an applicant
is likely to qualify for private sector financing,
t he organi zation unit | oan officer shall reconmend
that the applicant seek private | ending sources
unl ess authori zing statutes provide otherwise. In
no instance will an official refer the nanme of an
i ndi vi dual or commercial organization to a private
sector financial institution.
Section 4.0 Applicant's Qutstanding Debt(s) w th Federal
Agenci es

Unl ess a wai ver has been obtained in accordance with
t he Debt Collection |Inprovenent Act of 1996, a
person may not obtain any Departnment of Commrerce
financial assistance in the formof a |oan (other
than a disaster |loan) or |oan insurance or guarantee
adm ni stered by the Departnent if the person has an
out st andi ng debt (other than debt under the Internal
Revenue Code of 1986) with any Federal agency which
is in a delinquent status, as determ ned under
standards prescribed by the Secretary of the
Treasury. Such a person may obtain additional | oans
or | oan guarantees only after such delinquency is
resol ved in accordance with those standards.
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(Section 4.0 has been noved from where it was originally
pl aced as Section 8.0)

Section 5.0 Loan Application, Origination, and Guarantee Fees

Consi stent with statutory prohibitions and requirenents
of enabling legislation, |oan application, origination,
and guarantee fees shall be assessed on direct |oans
provi ded or | oans guaranteed by the Departnent, to defray
adm ni strative costs, estimted | osses and ot her costs,

or to conply with regulatory or other requirenents.

.01 Application Fees

Application fees shall be established to recover the
costs of obtaining credit reports and the
adm ni strative costs of review ng and processing

applications. The fees will be collected at the
time the application is submtted to the
organi zation unit. Exceptions may be made for

unsuccessful applicants on the basis of need.

.02 Oigination Fees

Origination fees shall be assessed on direct |oans
to defray adm nistrative and other costs. The fee



A-8 - Pre-Award

shall be collected prior to award of a direct |oan
or subtracted fromthe initial disbursenment.

.03 CGuarant ee Fees

Fees shall be required on guaranteed | oans to cover
organi zation unit adm nistrative and servicing
costs, as well as all or a portion of the estinmated
cost to the Governnent of defaults under the
prograns invol ved.

Section 90 6.0 Interest Rates

.01 Acceptable Interest Rates

a. The nmethod for determ ning an acceptabl e interest
rate will vary depending on the type of
assi stance (direct | oan or guaranteed | oan).

1. For direct |oans, the organization unit wll
set the interest rate based on the provisions
of the statute which governs the | oan program
or on a private sector (market) benchmark
rate as required in OMB Circul ar A0 A-129.

The interest rate on a direct | oan need not
be equal to the interest rate of the
benchmark instrument. When interest rates on
new di rect | oans are intended to be bel ow t he
mar ket or benchmark rate, the interest rate
on the direct | oan nust be stated in terms of
its relationship to the benchmark rate.’

2. For guaranteed | oans, the interest rate is
negoti at ed between the borrower and the
| ender. The organization unit will not
establish adm nistrative ceilings on interest
rates for guaranteed | oans. Rather, the

“I'f the governing statute provides for an interest rate
which is not in conformty with the interest rate and ot her
policies of OVMB Circular A3 A-129, Departnment organization
units in their annual budget subm ssion and justification to
OMB and the Congress will propose |legislative |anguage to
correct the inconsistency. Wen the organization unit deens
no change to existing legislation is desirable, it wll
provide a separate justification for retaining the existing
nonconform ng | egislative requirenent in its annual budget
subm ssion and justification to OVB.
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organi zation unit will review the interest
rate on each guaranteed | oan, conparing it to
interest rates

on other loans of simlar character (i.e.,
size of | oan, purpose, collateral, terns, and
mar ket conditions). If the interest rate for
a
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guaranteed loan is found to be excessive, the
application should be rejected.

.02 Types of Interest Rates

a. Interest rates on direct |loans may remain fixed
over the life of the |loan or nay be adjustable,
i.e., vary with financial market conditions. The

rate will be referenced to a benchmark fi nanci al
mar ket instrunment. Interest rates to be charged
on new direct loans will be reviewed by

organi zation units at |east quarterly, and when
mar ket condi ti ons have changed, adjusted by the
organi zation unit to reflect corresponding
changes in the market interest rate of the
benchmark financial instrument chosen.

b. Interest rates on guaranteed | oans may al so
remain fixed, or may fluctuate with the novenent
of some reference nmarket rate (i.e., the
benchmar k adopted by the | ender) over the life of
t he | oan.

The organi zation unit shall require the follow ng
information to appear on the notes for guaranteed
vari abl e rate | oans:

1. The rate being used as the benchmark;

2. The publication in which the benchmark
appears (if applicable);

3. The lender's permanent point spread to be
added to or subtracted fromthe benchmark;

4. The initial rate of the |oan;
5. The date of the first rate adjustnent;
6. The frequency of the rate adjustnent; and

7. The method of determ ning the benchmark, if
the benchmark is expressed as a range.

Section 7.0 Menthly—Payrent- Paynent Schedul e




Sect i

A-11 - Pre-Award

Organi zation unit |oan officers shall establish a paynent
schedul e for each type of loan simlar to that prevailing
in the private sector for that type of debt. For
reschedul ed | oans, debt repaynment will be scheduled on a
nont hly basis, unless the head of an organization unit
(or designee) determ nes extenuating circunstances exist.

on 8.0 Debt Collection Certification

Secti

Organi zation units shall informcomercial organization
and individual applicants for all financial assistance
actions of Federal debt collection policies and
procedures prior to extending credit or making an award.

Loan, and | oan guarantee, grant—cooperative—agreenrent
and—{finanecial—contract—applicants shall be required to
sign a certification statenent (Exhibits 5-2e6+5-3 A-1
or A-2, as appropriate and nodified to reflect the
financi al assistance being provided) prior to award. The
signed statenent shall be maintained as part of the
official file. Debt collection officials nust not
construe the statenent as a notification under the Debt
Collection—-~Act—of—1982 Debt Collection | nmprovenent Act of
1996 or the Deficit Reduction Act of 1984.

Revised—TFM-No—5

on 9.0

Fi nanci al Assi stance Revi ew Boar d( FARB) Revi ew

01. Awards with Federal Funding in an Anpunt Over
$100, 000

Once an award with Federal funding over $100,000 is
ready to be approved, the organization unit shal
provi de an el ectronic version of the Form CD- 478,
AFederal Assistance Information Sheet,@ to O fice of
Executive Managenent (OEAM. OEAMw || notify the
Ofice of Legislative and Inter-governnental Affairs
(OLI'A) of all awards over $100,000. OLIA should
notify Congress or other appropriate officials
within two workdays that these proposed awards are
pending and will be made shortly. OLIA may, at its
di scretion, authorize a different procedure for
notifyi ng Congress of pending awards. Two wor kdays
after OEAM notification to OLIA, OEAM may notify the
Approving O ficial tht the award nmay be approved

unl ess OLI A asks OEAM during the two-workday period
to delay notification to the Approving O ficial. If
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OLI A requests a delay in notification to the
Approving O ficial, OLIA will advise OEAM the reason
for the delay and an estimated date for rel ease of
the award to the Approving O ficial.

02. Awards with Federal Funding in the Ampbunt of
$100, 000 and Under

The Grants Ofice will notify the operating unit=s O fice
of Congressional Affairs (OCA) of all pending awards of
$100, 000 or less. OCA willnotify Congress that these
proposed awards are pending and they will be nade
shortly.

Ol S o o . _

Section 10.0 Loan Guarantee Requirenents
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Organi zation units will incorporate OVB Circul ar A-129
standards into agreenments with private | enders on

guar anteed | oans. Responsible unit loan officials wll
nmoni tor performance of the | enders of guaranteed | oans to
ensure "due diligence" in the application of OVMB Circul ar
A- 129 standards in extending and servicing the guaranteed
| oan.
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Exhibit 5-1
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Exhibit 5 A-1
For | ndi vi dual / Consuner Applicants

APPLI CANT CERTI FI CATI ON
FEDERAL COLLECTI ON POLI Cl ES FOR CONSUMER DEBTS

The Departnment of Commerce is authorized by law to take any or
all of the followi ng actions in the event your |oan paynents
becone delinquent or you default on your | oan:

0 Report your name and account information to a credit
bur eau.

0 Assess additional interest and penalty charges for the
period of tinme paynment is not made.

0 Assess charges to cover additional adm nistrative
costs incurred by the Governnent to service your
account.

o O fset ampbunts owed to you under other Feder al
pr ogr ans.

0 Refer your account to Departnment of Treasury for
cross-serving to collect the anount due.

o0 Refer your account to a private collection agency to
col l ect the anount due.

0 Refer your account to the Departnent of Justice for
litigation in the courts.

o If you are a current or retired Federal enployee, take
action to offset your salary or civil service
retirement benefits.

o0 Refer your debt to the Internal Revenue Service for
of f set agai nst any amount owed to you as an incone tax
refund.

0 Report any witten-off debt to the Internal Revenue
Service as taxable incone.

o Suspend processing of future applications for | oans,
| oan guarantees, grants, or contracts until the anount
due has been paid.
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Al'l these actions can and will be used to recover any debts

owed when it is determned to be in the interest of the
Governnent to do so

Certification

| have read and | understand the actions the Federal

Governnent can take in the event that | fail to nmeet ny
schedul ed paynents in accordance with the ternms and conditions
of ny agreenent.

Si gned:

Dat e:

Addr ess:

Tel ephone No.: ( )
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Exhi bit 5-A-2
For Comrerci al Applicants

APPLI CANT CERTI FI CATI ON
FEDERAL COLLECTI ON POLI Cl ES FOR COMMERCI AL DEBTS

The Departnment of Commerce is authorized by law to take any or
all of the following actions in the event your |oan paynents
become delinquent or you default on your | oan:

0 Report your delinquent account to a credit bureau.

0 Assess additional interest and penalty charges for the
period of tinme that paynent is not nmade.

0 Assess charges to cover additional adm nistrative
costs incurred by the Governnent to service your
account .

o Offset amunts owed to you under other Feder al
prograns.

o Refer your account to Departnent of Treasury for
cross-serving to collect the anount due.

o Refer your account to a private collection agency to
coll ect the amount due.

o Refer your account to the Departnment of Justice for
litigation in the courts.

o Suspend or debar you from doi ng business with the
Federal Governnent.

0 Refer your debt to the Internal Revenue Service for
of f set agai nst any amount owed to you as an incone tax
refund.

0 Report any witten-off debt to the Internal Revenue
Service as taxable incone.

Al'l these actions can and will be used to recover any debts
owed when it is determned to be in the interest of the
Governnent to do so
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Certification

| have read and | understand the actions the Federal

Governnment can take in the event that | fail to neet ny
schedul ed paynents in accordance with the ternms and conditions
of my agreenent.

Si gned:

Dat e:

Position with
Commrer ci al
Or gani zat i on:

Tel ephone No.: ( )
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CHAPTER 6——PART || - CREDI T EXTENSI ON

Sectioni—0 11.0 CGenera

This chapter provides the essential procedures for |oan requests that
have conpl eted the pre-eval uation process through reservation of funds
and approval by the organization unit's designated approving official
and covers the process of |oan settlenent, disbursenment of obligated
| oan funds, and establishnent of the official loan file. A summary of
the major steps to be taken by organi zation unit |oan and/or approving
officials in the credit extension process is provided in Exhibit 6-1.

Section—=2-0 12.0 Loan C osi ng

Loan cl osing covers the period fromfinal approval by the organization
unit through acceptance of the offered | oan by the potential borrower,
obligation of funds, and issuance of the check (or electronic funds
transfer) to the borrower for the obligated | oan funds. The four
critical phases in this process are described bel ow

.01 Contact with Borrower

The |l oan officer contacts the potential borrower to ensure:

a. Receipt of the original executed |oan offer together with its
terms and conditi ons;

b. Establi shment of a date when the borrower will accept the offer if
the date is not already established; and

c. Resolution of questions and/or issues necessary to expedite the
borrower's acceptance of the offer.

.02 Revi ew of Loan Docunents

The |l oan officer and | egal counsel shall nmeke a final review of the
draft loan and/or final collateral docunments and supporting papers
to determine conpliance with terns and requirenents of the accepted
offer. (Collateral docunents associated with governnents, units of
gover nment, quasi-public bodies and Indian tribes are not
necessarily in final format this stage, i.e., revenue bonds,
warrants.)

The | oan docunment nust contain an explicit statenent of a borrower's
rights and responsibilities; this should be acconplished in a

separ ate appendix to the | oan agreenent. This includes naking
explicit the conditions, if any, for borrowers to nake prepaynents.

.03 oligation of Funds




A-20 - Credit Extension
The loan officer forwards the accepted offer to the accounting or
finance office to record the obligation of funds. All docunents are

to be returned to the official loan file.

.04 Paynment to Borrower

After all final docunents are received and determ ned to be legally
sufficient for the purposes of the | oan agreenent, the funds are
electronically transferred or a check is presented by the |oan
officer to the borrower in accordance with the provisions of the
Debt Col l ection Inprovenent Act of 1996.

Section 30 13.0 Di sbursenent of Funds

.01 Requi sition for Paynent

Loan funds disbursed by Treasury check will be in accordance with
Treasury Financial Mnual (TFM), Part 4, Chapter 2000,
http://ww. frs.treas. gov/tfmvltoc. htnm . Disbursenents by electronic
funds transfer (EFT) will be in accordance with TFM Part 4, Chapter
2500. Paynent will occur after the follow ng steps have been
conpl et ed

a. When the |l oan officer and counsel have determ ned that the
accepted | oan agreenent and all collateral docunents are
sufficient to authorize a disbursement, the loan officer wll
prepare a requisition and forward it to the organization
unit's accounting or finance office. The accounting or
finance office will secure and forward the check to the | oan
officer who will exchange the check (or present evidence of
prepared SF 1166) for the final collateral docunents,
certificates and other supporting papers fromthe borrower,
if such docunments have not already been provided by the
borrower before this date. The loan officer will maintain
l'i ai son between the accounting or finance office and the
borrower and provide the accounting or finance office with a
receipt for the check fromthe borrower. |f nore than
fifteen (15) working days el apse between issuance of the
check and the final exchange (the loan closing), the | oan
officer will return the check to the accounting or finance
office for cancellation and rei ssuance at the proper tinme, or
instruct the accounting or finance office to cancel the EFT
request, whichever is appropriate. The loan officer wll
report nonthly to the accounting or finance officer the
number of checks whi ch have not been disbursed.

b. The accounting or finance office will request the Treasury check
or electronic funds transfer using the prescribed forns and
procedures after receiving the requisition in Section 3.01
a., above, and will establish the effective interest rate as
of the loan closing date in Section 3.01 a., above.

.02 Paynent Terms and Conditions
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The timng and requirenments for draw downs under letters of credit
or requests for disbursements by Treasury check or electronic funds
transfer will be set forth in the |oan agreenent terns and
conditions, as well as specific prohibitions on reinvestnent of
draw-downs for non-loan rel ated purposes. Although initial

di sbursenents for direct | oans may be by check at | oan cl osing,
organi zation units should consider EFT for any subsequent parti al
and/ or progress paynent that nay be made under a | oan agreenent.

Section 40 14.0 Oficial Loan File

.01

.02

Est abli shnent of File

The organi zation unit granting the loan will designate the
responsible official who will establish the official loan file.
Organi zation units will establish separate | oan and collateral file
systens so that the collateral docunents will not be available to
unaut hori zed individuals and will be properly safeguarded.

Content of File

Al files related to each |l oan are official and nmust contain the
following information on the history and status of each | oan

a. Applicant or debtor nane, address, tel ephone nunber, and taxpayer
identification nunber (either Enployer ldentification Nunmber
(EIN), or Social Security Nunber (SSN) if the applicant is an
i ndi vi dual ) ;

b. Oiginal application and supporting papers including financia
reports, credit bureau report(s), property descriptions, and
| egal papers;

c. Current copy of the |loan offer and terns and conditions, including
payment schedul es;

d. Statenent of purpose for which credit was extended;

e. All original internal review docunents required for program
financial, and | egal findings;

f. Organi zation unit credit risk rating and financial and market
anal yses for comrercial |oans;

g. Oiginal copy of the finally accepted and obligated | oan offer and
the ternms and conditions, including paynent schedul es;

h. All letters, nmenoranda, |egal opinions and requisitions for
di sbursenent pertaining to negotiations and closure of the
| oan, including summary of tel ephone contacts between
organi zation unit officials and the applicant; and

i. All legal docunents pertaining to the loan closure, including
col I ateral docunents (appraisal of collateral, including
val ues of guarantees for secured |oans), certificates, bond
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counsel opinions, charter resolution(s), mnutes of
proceedi ngs, and title opinions.
.03 Mai ntenance of File

The loan file should be readily accessible to and naintai ned by the
responsible loan officer. The file will be updated by that

i ndividual as required to provide information on the account status,
payment history, and any reschedul i ng.

.04 Retirenent of File

The file should be retired when the loan is paid in full and all
conditions of the agreenent satisfied, or when the | oan has been
officially terminated or |iquidated. See Chapter 10 for further
information on close-outs. Organization units will follow

Depart nent approved record control schedul es, as authorized in DAO
205-1, "Records and O her Docunments Disposition Managenment Program”
relative to retiring, transferring, and di sposing of records.
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Exhi bit 6-1 (DELETED)
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Revised—TM-No—2
PART 111 - CREDI TI NG REPORTI NG AND OMB Cl RCULAR A-129

Section 15 OBTAI NI NG AND USI NG CREDI T REPORTS

: : C I .

O fice of Managenent and Budget Circul ar A-129, "Managi ng
Federal Credit Prograns," (see

http://ww. whitehouse. gov/ OVB/circul ars/al29/al29. htnl)
requires that information presented in applications subnmtted
by financial assistance applicants be verified by conparison to
credit reports and by use of other verification procedures.

The Circul ar al so provides general guidance to Federal agencies
on the use of private sector comrercial and consumer credit
reports.

Thi s appendix section provides:

(1) Information on how private sector credit bureau
reports will be obtained through the General Services
Adm ni stration (GSA) Federal Supply Schedul e
contracts for such itenms and services;

(2) Guidance on when credit reports will be obtained
t hroughout the credit/debt managenent cycle--from
extending credit through debt collection and wite-
of f; and

(3) Information on supplenental services provided by
credit bureaus, as well as other sources of
information that are available to detern ne an
applicant's financial status and ability to repay a
debt owed the Federal Government.

A-Secti on—=2-0 16. 0 Background

The Debt Collection Act of 1982 permits all Federal departnents
and agencies to report all non-tax comercial debts, and all
del i nquent non-tax consuner (individual) debts, to private
sector credit reporting bureaus. Governnent originated credit,
debt, and contracting information is now added by the credit
reporting bureaus to simlar information which has been
gathered for sone years in the private business community. As
a result, any Federal Government agency should now be able to
obtain a conplete credit profile of a financial assistance
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applicant or contractor, not only in terns of the financial or
debt relationship that an applicant or prospective contractor
may have with private sector businesses and financial entities,

but also with other Federal agencies. A-schemtictayout—of

bureaus specialize in either consuner or
commercial credit reporting, whereas others cover both
categories of credit reporting. The GSA-approved supply
schedul e for obtaining routine credit reports consists of
awards to several firnms that have the automated capacity to
i ncorporate Governnentw de credit, debt, and contracting
information into their credit reports. Wth the greater
exchange of credit and debt information between the Gover nnent
and the private sector, the use of credit bureau services is
expected to enabl e agencies to inprove the quality of their
credit decisions as well as enhance their debt collection
capabilities.

A-Section—30 17.0 Policy

The services of credit bureaus will be enployed to obtain
credit reports. Credit reports will be obtained and used by
organi zati on units:

(1) To help verify application data and determ ne the
creditworthiness of all |oan, |oan guarantee, and
grant applicants, and of potential contractors for
contracts over $25, 000;

(2) To assist in establishing whether such applicants or
contractors have any outstandi ng debts wi th another
Federal Governnment agency;

(3) When a loan, |oan guarantee, or audit disall owance in
excess of $10,000 is delinquent for thirty (30) or
nor e days; or

(4) If the organization unit mnmust refer the delinquent
debt to GAO for resolution and instructions prior to
proceeding with collection action and/or referral to
t he Departnment of Justice for litigation.

Each organi zation unit nust determ ne the relative inportance
to be assigned credit reports. The inportance given to credit
reports by organization units in providing financial assistance
or contracts should be based on such factors as the anmount of
the potential award, the risk of default or nonpaynent, the
organi zation unit's prior experience with the applicant or
contractor, and the existence of other possible nmeans of
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evaluating the credit or financial reliability of the applicant
or prospective contractor.

A-Secti on—4—-0 18.0 Source of Procurenent

GSA has awarded contracts to a nunmber of credit reporting
conpani es from whi ch Federal departnents and agenci es can
purchase credit reports. The GSA web site at
http://pub.fss.gsa.gov/services/bis/awarded-cont.cfmlist the
current Contractors for obtaining credit reports. Federal

The GSA Federal Supply Schedule is the mandatory source of
supply for organization units directly acquiring routine credit
reports; no other contracts can be executed to obtain credit
report services. Those contracts awarded by i ndividual

organi zation units which were in effect at the time GSA awarded
its supply schedule contracts may remain in effect and be used

until their expiration date. Questions—+regardingtheGSA

A a a¥a a¥a )

N - N\ A a a ; P - ;
0355748174 7/—Product lists and prices of individual
services can be obtained directly fromthe GSA-approved
vendors.

A-Section—-5-0 19.0 Routine Credit Report Requirenents

To ensure that credit reports are used when necessary and in
the nost efficient and tinely manner, organi zation units will:

.01 ldentify the grants—| oan,- or | oan guarant ee—o+
contracting activities for which credit reports wll
be used in accordance with the foll ow ng guidelines.
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a. Wen considering a new application from
i ndi vi dual s or busi nesses for | oans~ or | oan

guar ant ees;—econtracts—over—$25,000—oFr—grants;

b. When individuals or businesses are refinancing or
rescheduling any type of debt paynents;

c. When a debtor clains the financial inability to
pay a debt in a lunp sum and verification is
required of the debtor's financial status prior
to entering into an install nment arrangenent;

d. When a | oany~ or | oan guarant ee—grant—
. | 1 bal
Hh—excess—o0f$10,000 is delinquent or non-
perform ng for thirty (30) or nore days;

e. \When a delinquent debt is referred to—GAO t he
Departnent of Justice for litigation or for
recommended action in terms of validity of the
claimor propriety of conprom se, suspension, or
term nation of collection acti on—e+—the

Department—of Justice forlitigation,

f. To identify applicants in default on other
Feder al prograns;

g. To identify other financial relationships that
del i nquent debtors may have w th ot her Federal
agencies in order to take advantage of
opportunities for admnistrative offset; or

h. To facilitate the organi zation unit's
determ nation of the next collection step(s) to
be pursued when a defaulted guaranteed |oan is
purchased fromthe | ender under the guarantee
agreenment .

.02 Obtain credit reports by telephone, mail, or on-line
term nal s.

.03 Provide guidance to bureau officials on how credit

reports will be used/ weighed in the decision-naking
process when awardi ng a | oan, or | oan guarantee~
cohtract—orgrant.

A-Secti on—6-0 20.0 Retention of Credit Reports
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Credit reports will be nade a part of the official award file.

Credit reports will also be nade a part of the records

mai nt ai ned by organi zation units in performng risk anal yses
required by OVMB Circular A-129. In perform ng and updating
such anal yses, organi zation units will obtain credit reports on
| oan and | oan guarantee recipients at | east sem annually.

A-Secti on—0 21.0 Suppl enmental Reports

In addition to covering routine credit reports, the GSA Federal
Supply Schedul e (Exhibit A-1) also provides for suppl enental
busi ness information services and special custom zed busi ness
information reports. A list of these supplies and services is
provided in the GSA Federal Supply Schedul e. These

suppl enmental reports may be of val uable assistance in
perform ng portfolio risk anal yses and supporting the debt
collection effort.

A-Section—8-0 22.0 Main Library Resources

The Main Library, Room 7046 Herbert C. Hoover Buil ding,

Washi ngton, D.C., has on-line term nals for obtaining routine
commercial credit reports. Organization units may use these
resources by calling the Reader Services Division (RSD) on
(202) 377-1916, if they are not able to procure the services
directly, or in the event that they may want to suppl ement
existing unit credit report resources on an occasional basis.
However, organization units nust first notify the Chief of RSD
of those individuals who are authorized to request credit
reports for the organization unit.

In addition to routine credit reports, the Main Library also
subscribes to a nunber of private sector business and financi al
information retrieval services and CD ROW based systens. These
data files contain a collection of conpany reports, industry
reports, and industry analyses and are conpiled by wi dely
respected i nvestnent banking, brokerage, and research firns.

For information or a denonstration, call the Main Library on
(202) 377-5511.

A-Secti on—9-0— 23.0 Qutstandi ng Federal Debts

Where a credit report discloses that an applicant is delinquent
on a Federal debt, has been debarred or suspended as a
contractor by a Federal agency, or has otherwise failed to neet
debt obligations to the Federal Government, no award shall be
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made wi t hout consulting the other affected Federal agency(s).
Where a credit report discloses that a delinquent debtor is a
current or prospective recipient of another Federal | oan,
contract, or grant, the debt nay be collected by adm nistrative
of f set agai nst paynents due to the individual or business,
usi ng procedures set forth in the Federal Clains Collection

St andards, and the Department's regul ati ons on offsets. The
Departnment's regul ati ons on adm nistrative offset, as published
in 15 CFR 21, are contained in Appendix E of this Handbook.

A-Section—10-0— 24.0 ldentification of Ofset Opportunity

If a debtor fails to nake paynent on any debt owed the
Depart nent - -whet her relating to a | oan, |oan guarantee, grant,
contract, or any other debt--a credit report on the debtor wll
be i mmedi ately obtained by the organization unit workout
group(s) when the debt is referred to the group to deterni ne
whet her the opportunity exists for the organization unit to
execute an admnistrative or salary offset in cooperation with
anot her Federal agency against the anount owed. Since the
content of credit reports varies by credit bureau, with sone
bureaus providing nore detailed credit/debt information,

organi zation units may determ ne that obtaining one or nore
credit reports is justified to ensure that any possible
opportunity for offset is identified.

A-Section—31+0— 25.0 Privacy Act of 1974 Conpli ance

Organi zation units shall ensure that debt information on

i ndi vidual s i s managed and used in accordance with the Privacy
Act (P.L. 93-579, 5 U.S.C. 552a). Specifically, in regard to
financial transactions the Privacy Act states, in part, that:

"No agency shall disclose any record which is contained in
a system of records by any neans of communication to any
person, or to another agency, except pursuant to a witten
request by, or with the prior witten consent of, the

i ndi vidual to whomthe record pertains, unless disclosure
of the record would be to those officers and enpl oyees of
t he agency which maintains the record who have a need for
the record in the performance of their duties.”

A-Section—2120— 26.0 Fair Credit Reporting Act (P.L. 91-508)
Conpl i ance

.01 Organization unit officials must ensure that credit
reports on individuals are only obtained and used for
the follow ng reasons:



A-30 - Credit Reports

a. For the purpose of evaluating a credit
transaction or review ng or collecting an
out st andi ng debt; or

b. For the purpose of determ ning an applicant's
financial responsibility or status.

.02 Organization unit officials nmust be aware that under
the Act any user of credit report information who
fails to comply with the privacy requirenments of the

Act is subject to civil liability for willful or
negli gent nonconpliance with the requirenments of the
Act. Further, any person who knowingly and willfully

obtains information on an individual froma consumner
reporting agency under false pretense, and/or who is
not authorized to obtain such information, is subject
to fine and/or inprisonment.

A-Secti on—313-0— 27.0 Currency of Credit Data

There may be occasions when credit reports obtained by
organi zation units are not current or appear inconplete. The
credit bureaus preparing these reports are required under the
GSA Federal Supply Schedule to make every effort to provide the
nost up-to-date credit information avail able on individuals and
busi nesses, as well as nonprofit entities. However,
organi zation units should be aware that credit bureau
procedures are such that inquiries fromthe using public, as
wel |l as financial transactions of the credit recipient, by and
| arge control the continuous updating of individual accounts.
These updating procedures vary anong credit bureaus.
Consequently, if inquires are not made over a period of tine,
or transactions do not occur, individual files beconme "stale."
Therefore, if a credit report does not appear current, or if
an organi zation unit wants to ensure the nost current
information is available, direct contact with the credit bureau
shoul d be made and an assurance check should be requested from
t hese conpanies. |If problems with "stale" information from
credit bureaus persist, contact the Ofice of Financial Policy,
OFM

A-Section—314-0— 28.0 State, Local, and O her Governnents

OMB Circul ar A-129 exenpts State and | ocal governnents, as well
as Federal ly-recogni zed I ndian Tribal Governnments, fromthe
credit report requirenment. However, organization units should
be aware that quasi-governnmental entities, such as educati onal
institutions and various State and | ocal governnment quasi -
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public operating entities, such as harbor and port authorities,
are not necessarily exenpted. Moreover, credit reports are
generally avail abl e on these quasi-governnental entities from
credit reporting bureaus. |If questions exist on the

credi tworthiness of such an entity and its ability to repay A
loan in A-tinely manner, A-credit report on the applicant
shoul d be obtained. Organization units should obtain these
reports when warranted to determ ne whet her financi al

assi stance should be granted to A-grant, |oan, or |oan

guar ant ee applicant.

| f organization units are unsure whether the credit report

requi rement applies to A—particular financial assistance
appl i cant because of its relationship to A-particular State or

| ocal governnent or Federally-recognized |Indian Tribal

Gover nnment, gui dance shoul d be obtained fromthe organization
unit's O fice of General Counsel as to whether the organization
is or is not an exenpted entity.
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Section 29.0 Credit Alert Interactive Voice Response System

(CAI VRS)

VWhat is it?

CAIVRS is a Federal governnment interagency shared database,
which is used to alert participating Federal |ending agencies
when an applicant for benefits has a Federal |oan which is
currently in default or foreclosure, or has had a claimpaid by
the reporting agency.

VWhat does it do?

CAI VRS al | ows aut hori zed enpl oyees of participating Federal
agencies to access a shared inter-Departnental database of
del i nquent Federal borrowers for the purpose of pre-screening
direct | oan applicants for credit worthiness, and permts

aut horized primary | enders acting on the Governnent:s behalf to
access the delinquent borrower database for the purpose of pre-
screening the credit worthiness of applicants for Federally
guar ant eed | oans.

How does it work?

Al t hough there are several ways to access the system the nost
conmon usage i s by telephone. Authorized users, via Atouch
tone, (@ tel ephone will dial 301-344-4000 and be pronpted to
enter their CAIVRS Access code (an Agency assigned
identification nunber or lender ID). The systemw |l verify

t he authori zation nunber and then pronpt the caller to enter
the SSN of the applicant. |If the applicantzs SSN is not in the
dat abase, the caller will receive a clear confirmation code.

If there is a record of default for the borrower whose SSN was
entered, the caller will be given the nane of the Agency
reporting the default, the case nunber of the defaulted | oan,
the type of record (default, claim foreclosure, or lien
judgnment) and a tel ephone nunber to call for further
information or assistance. CAIVRS is also accessible via

ATel emai | @ utilizing secure data mail boxes, FTP/IP (Internet),
Batch file transfer and via the HUD LAN and WAN.

Under what | egal authority is CAIVRS inpl emented?
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CAl VRS aut hority derives from Public Law 100-503, AThe Conputer
Mat chi ng and Privacy Protection Act of 1988, as anended;

O fice of Managenment and Budget (OWVB) Circulars A-129 (Managi ng
Federal Credit Prograns) and A-70 (Policies and CGuidelines for
Federal Credit Prograns); the Budget and Accounting Acts of
1921 and 1950, as anended; the Debt Collection Act of 1982, as
anended; the Deficit Reduction Act of 1984, as anmended, and the
Debt Collection I nprovement Act of 1996, as anended.

How many records are in CAl VRS?

CAI VRS has over 2.4 mllion delinquent borrower records and
over 61 thousand authorized user IDs from HUD, USDA, VA, SBA,
FDI C, and the Departnments of Justice and Educati on.

How does CAI VRS rel ate to Governnment Financial Managenment ?

Title 31, United States Code, Section 3720B bars Adel i nquent
Federal debtors from obtaining Federal |oans or |oan insurance
guarantees. i CAIVRS provides a single repository of delinquent
Federal debtor records with easy access through a variety of
medi a for pre-screening applicants for Federal benefits. Most
credit bureau reports do not identify insured debts as being
del i nquent Federal debts. By participating in CAlVRS, Federal
| endi ng agenci es have ready access to an interdepartmental

dat abase of delinquent Federal debts which provi de Federal
financial managers with the information necessary to conply
with the U S. Code requirenents.

How has CAI VRS benefited the participating Agencies?

Si nce 1987, over 24 mllion borrowers have been pre-screened
t hrough CAIVRS. As a direct result of participating in CAlVRS,
HUD has avoi ded over $12 billion in potential clainms and over
$4 billion in potential |osses. USDA and VA have also realized

significant claimand | oss avoi dance benefits. Additionally,
participating Agencies have realized cash collections of
del i nquent debts on an annual average in excess of $2.9
mllion.

What does it cost to participate in CAlIVRS?

The cost to participate in CAIVRS is predicated upon the nunber
of records a given agency has in the database and the vol une of
transacti ons nmade by or for that Agency. Relative to the
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benefits outlined above, the cost of CAIVRS participation is
nom nal

What is required for participation in CAl VRS?

In order to participate in CAIVRS, a Federal government agency
must identify target program(s), publish System of Records
Notice in the Federal Register amending appropriate Privacy Act
Systens of Records, and work with HUD to enter into an

| nt eragency Agreenment and a Conputer Matching Agreenent.



